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THE NICARAGUA CANAL AND THE ECONOMIC 
DEVELOPMENT OF THE UNITED STATES.* 

The economic influences exerted by such a waterway as 
the Nicaragua Canal are, in general, two. First, the inter- 
oceanic canal will give a wider market to our raw materials 
obtained by agriculture, mining, forestry, and the other 
extractive industries; second, the waterway will assist 
American manufactures by cheapening the expense of trans- 
portation, thus reducing the costs of raw materials used, and 
giving the finished goods a wider range of markets. By 
means of lower costs, American manufacturers will be 
enabled to compete more successfully both for home and 
foreign markets. Briefly stated, the general economic 
effects of the Nicaragua Canal will be to stimulate the pro- 
duction of raw materials and to increase our manufactures. 
Both of these results will inevitably follow the lessening of 
the costs of transportation and the extension of the limits 
within which our raw and finished products are marketable. 

In measuring more closely the influences which the Nic- 
aragua Canal will exert upon our economic welfare, it is of 
assistance to analyze the more important services which this 
waterway will perform, in providing American indus- 
tries with a new and efficient highway by water for our 
domestic commerce, in supplying the foreign trade of the 
eastern and central parts of the United States with a shorter 
and more direct route to the countries bordering on the 
Pacific, and by giving the foreign trade of our own Western 
States a shorter highway to European ports. 

In calculating the effects which the Nicaragua Canal will 
produce in the development of domestic industry and com- 
merce, it is first to be noted that our industrial situation is 

* Discussion at the Thirtieth Scientific Session of the Academy, November 13, 
1S95. 
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such, and the waterway is to be so located that its construc- 
tion will exert a beneficial economic influence upon almost 
every section of our country. For this reason it becomes a 
work of national importance. The economic benefits of the 
Canal accruing, as they will, to the entire country, the con- 
struction of the Canal becomes a matter in which the United 
States as a whole has a direct interest economically, and 
politically. 

It needs but a brief survey of the industrial conditions of 
the different sections of our country to discover how closely 
the construction of the Canal is connected with our future 
economic development. The northeastern part of the United 
States is our most important manufacturing region. By 
means of an inter-oceanic canal the finished products of the 
mills and factories of this region would be given more ready 
access to the developing markets of our Western States and 
of the foreign countries bordering upon the Pacific Ocean. In 
the southern part of the United States the industries are as 
yet essentially extractive in character. The growing of cotton 
is still the leading industry of the South, and the South 
has shown itself capable of producing far beyond the possi- 
bilities of marketing. The extractive industries of coal and 
iron mining are fast developing in the South, and in con- 
nection with them manufacturing industry has begun a 
rapid growth. The South is at present anxious to find 
wider markets for agricultural products, for her coal and 
iron, and before long she, as well as the northeastern part 
of the United States, will feel the need of more extensive 
domestic and foreign markets for her manufactured goods. 

The States of the Pacific Slope are more cut off from the 
markets in the rest of the United States than are the States 
of any other section of the country. The far West is the 
region in which farming, the production of lumber, and the 
raising of stock are the leading industries. This region has 
urged more strongly than any other the necessity of connect- 
ing the eastern and western parts of the United States by a 
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highway for commerce such as the Nicaragua Canal would 
provide, because under the present conditions of transporta- 
tion, by rail over the mountains, or by the circuitous water 
route around Cape Horn, the greater portion of her produc- 
tions are shut out of the best markets for such articles as the 
West has to sell. The States of the Pacific Slope are anxious 
to obtain access to the manufacturing* regions of the United 
States and Europe. 

There is no other part of the United States, however, that 
will gain so much by the construction of the Nicaragua Canal 
as will our Northern States about the Great Lakes and in the 
upper Mississippi Valley. This is a region of most varied 
industrial activity. Great agriculturally, it has immense 
quantities of lumber, and the richest iron mines in our 
country ; while in close proximity to the Lakes lies the most 
productive part of our bituminous coal fields. As a result of 
these gifts of nature to this part of the United States, the re- 
gion is developing with marvelous rapidity in manufacture 
and in commerce. One need not repeat the story of the growth 
of Buffalo, Cleveland, and other industrial and commercial 
cities bordering upon Lake Erie, nor recall the rapid strides 
which Duluth and Superior are making at the present time. 
Chicago is the greatest of the Lake cities, and besides being 
the great centre for the collection of the products of the 
northwest and for the distribution of the goods which 
are shipped to the northwest, she is a city with a com- 
merce larger than that of New York, and with manufactures 
developing so rapidly that she threatens to eclipse Phila- 
delphia as a manufacturing centre. The manufacturing 
region of the United States is spreading from the northern 
Atlantic coast westward and southward, and the Trans- 
Allegheny States are entering upon a complex industrial life. 

Such is the present situation of St. Paul, Minneapolis, 
Chicago, Cleveland, and the other leading cities of the upper 
Mississippi Valley and the Lake region. The future prom- 
ises to make their industrial situation even more favorable. 
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Chicago is at present constructing a drainage canal between 
Lake Michigan and the Des Plaines River which will throw 
a sufficient volume of water into that river and the Illinois 
to make possible the construction of the fourteen-foot water- 
way between the Great Lakes and the Mississippi River. 
Obviously the economic services of the Nicaragua Canal will 
be greatly enhanced by the completion of the Chicago drain- 
age canal ; for the natural sequence of the opening of the 
Chicago drainage canal will be the conversion of the river 
waterway across Illinois into one having a channel fourteen 
feet in depth. How favorably will Chicago then be situa- 
ted for marketing her products ! To the east she will have 
have a twenty-foot waterway by the Lakes to Buffalo, and 
a nine-foot water channel across the State of New York to 
New York City. To the south she will have a fourteen-foot 
waterway to New Orleans, from New Orleans an ocean high- 
way to South America and the Pacific States. St. Paul and 
Minneapolis, to a lesser degree, will share in the good for- 
tune of Chicago and other lake ports. The people of Chi- 
cago are well aware of the value which the Nicaragua Canal 
will be to them, and have begun to take a very lively inter- 
est in the promotion of the enterprise. 

The influence which the Nicaragua Canal will exert upon 
our foreign commerce probably appeals more strongly to the 
average man than does the effect which it will exercise upon 
domestic industry and domestic trade. All persons are 
agreed as to the desirability, if not the necessity, of increas- 
ing our foreign trade. The time has come, in the economic 
development of the United States, when industrial advance- 
ment requires an increase in our foreign markets. We are 
now capable of producing far more than can be consumed at 
home. We have progressed so far in securing command of 
our rich supplies of raw materials that we are more than 
able to satisfy our own demands for finished products, and 
the industrial effort of the present and future should be 
increasingly devoted to the conversion of these raw materials 
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into consumable articles to be sold abroad. In other 
words, we must become more and more a commercial nation 
trading in foreign markets. The wisest industrial policy 
for the United States is one that will secure that result. 
Success in this endeavor will depend upon the same forces 
that have given ourselves and foreign nations prosperity in 
the past. The three chief factors in industrial and commer- 
cial success and progress are the enterprise and thrift of 
business men, the provision of adequate facilities for tech- 
nical and liberal business education, and the establishment 
of ample facilities for shipping and transportation. 

In view of the fact that we ought to secure markets 
abroad, it is most gratifying to learn from the recent statis- 
tics of our commerce, that we are of late succeeding in 
securing a larger sale for American goods outside of our own 
country. We have evidently reached a degree of technical 
development that enables us to compete with foreign coun- 
tries successfully in several branches of manufacture. 

The following statistics show the extent to which the sale 
of our manufactures abroad has recently increased in impor- 
tance as compared with the sale of our raw materials. 

The report of the Bureau of Statistics, covering the period 
of 1895 up to October, shows that the value of our exports 
of manufactures have considerably increased during the first 
nine months of this year as compared with 1894; while the 
value of agricultural products exported decreased in amount 
both for the month of September and for the first nine 
months of this year as compared with these periods for 1894. 
The value of our exports of manufactures has increased 
both in its amount and in its percentage of our total 
exports. For the first nine months of this year our 
exports of manufactures were worth $145,793,586. During 
these months of 1894 we exported $133, 378, 609 worth. The 
figures for 1895 cover 26.68 per cent of the total value 
of our exports. In 1894 tne percentage was only 23.72 
per cent. A part of the decrease in the value of agricultural 



Nicaragua Canal and Economic Development. 43 

products was due to the low price of cotton, wheat and wheat 
flour; but in several instances there was a decrease both 
in quantity and value, while in a few cases quantity 
and value have increased, e. g. , fruits and nuts. The articles 
of manufacture in which there has been the most marked 
progress are iron and steel products, such as machinery, 
engines, cars and farm implements; but there are many 
others showing a significant increase. It is not safe to base 
conclusions entirely on the basis of the statistics of 1894 and 
1895, for those years were not entirely normal. Neverthe- 
less they confirm the indisputable fact that we are rapidly 
losing our former position of exceptional advantage in the 
production of agricultural commodities. As the Secretary 
of Agriculture has recently said: "Competition between the 
sellers of agricultural products in the markets of the world 
is becoming more universal and intense from year to year. 
In wheat the United States must compete for sales with the 
Argentine Republic, the Russian Empire, Australia, and 
sometimes with India. ' ' In such circumstances the evidence 
of progress in manufactures is especially gratifying. Brad- 
streets of October 19, 1895, rightly says "the most encourag- 
ing features in the exports' statement are in the large ship- 
ments of articles of domestic manufacture or production, 
other than those produced on the farm." 

It is also an interesting fact that our exports of mining 
and forest products show a similar increase this year as com- 
pared with last. These figures show that we are becoming less 
distinctively agricultural in our economic organization, and 
are beginning to take on a more and more complex indus- 
trial activity. This is conclusive evidence of the fact that 
we must pursue a policy of promoting commerce. The 
rapid development of the United States industrially calls for 
a corresponding growth in our commerce. 

The amount of foreign commerce which will be affected 
by the opening of the Nicaragua Canal is estimated to 
be larger than that now served by the Suez Canal, the most 
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important ocean-ship waterway ever constructed. The 
actual amount of tonnage that would have been entirely 
tributary to the Canal, had it been in existence in 1890, 
was 4,133,470 tons. The total traffic which the Canal 
would obtain, basing the estimates upon the statistics of 
commerce for the years 1889 and 1890, amounts to 8,296,625 
tons. If to this estimate be added the normal increase 
which commerce may be expected to have before the Canal is 
opened, it is estimated that about 9,000,000 tons will make 
use of the waterway as soon as it is opened. The present 
traffic of the Suez Canal is a little over 8,000,000 tons.* 

The distances which the opening of the Nicaragua Canal 
will save to the commerce making use of it, are much greater 
than those saved by the Suez Canal. The greatest gain in 
distance made by commerce in using the Suez Canal, is 4481 
miles, the amount by which the route between Liverpool and 
Bombay is shortened. The Nicaragua Canal, on the other 
hand, will shorten the distance between New York and San 
Francisco by 10,000 miles. The following table shows how 
the length of commercial routes will be modified by the 
Canal : 

Table showing distances in statute miles between commercial parts 
of the world and distances saved by the Nicaragua Canal. 

» mm Via Cape Y&gJS 5 YJ^" Distance 

From Horn of Good aragua saved 

uorn - Hope. Canal **»«<• 

New York to — Milts. Miles. Miles. Miles. 

San Francisco 14.840 . . . 4,760 10,080 

Bering Strait 16,100 ... 7,882 8,218 

Alaska 15,300 . . . 6,682 8,618 

Acapulco 13.071 • • • 3. J 22 9.949 

Mazatlan 13,631 • • • 3.682 9,949 

Hong-Kong 18,180 15.201 11,038 4.163 

Yokohama 17,679 16,190 9,363 6,827 

Melbourne, 13,502 13,290 10,000 3,290 

*The Maritime Canal Company of Nicaragua has made a detailed calculation of 
the tonnage which will make use of the canal. This was printed in the Senate 
Report, No. 331, Fifty-third Congress, 2d Session. This report contains much 
other information. 
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Table — Continued. 



u,„™ Via Cape 

New York to — Miles. 

New Zealand, 12.550 

Sandwich Islands, 14, 230 

Callao, 10,689 

Guayaquil, 11,471 

Valparaiso, 9.75° 

New Orleans to — 

San Francisco, 15,052 

Acapulco 13.283 

Mazatlan, 13.843 

Guayaquil, 11,683 

Callao 10,901 

Valparaiso 9,962 

Liverpool to — 

San Francisco 14,690 

Acapulco, 11,921 

Mazatlan, 13,481 

Melbourne, 13,352 

New Zealand 12,400 

Hong-Kong, 18,030 

Yokohama 17,529 

Guayaquil n.321 

Callao, 10,539 

Valparaiso, 9,600 

Sandwich Islands, 14,080 

Spain to Manilla, 16,900 

France to Tonquin I7.750 

Hamburg to — 

Mazatlan, 13.931 

Acapulco, 13,371 

Fonseca, 11,430 

Punta Arenas, Costa Rica, . . . 11 '120 



Via Cape 

of Good 

Hope. 

Miles. 

14,125 



I3.I40 
13.975 
15,051 
16,040 



13,951 
15,201 



Via Nic- 
aragua 
Canal 
Miles. 
8,680 
6,388 
3,713 
3.053 
4,700 

4,047 
2,409 
2,969 
2,340 
3,000 
3,987 

7,5o8 

5,870 

6,430 

12,748 

",349 
13,786 

12,111 

5,890 
6,461 

7,448 

9,136 

13,520 

13,887 

6,880 
6,320 
5,530 
5,515 



Distance 
Saved 

Miles. 

3,870 

7,842 

6,976 

8,418 

5,050 

II,0O5 

10,874 

IO, 874 

9,343 

7,901 

5,975 

7,182 
7,051 
7,051 

392 
1,051 
1,265 
3,929 
5,43i 
4,078 
2,152 
4,944 

43i 
i,3I4 

7,051 
7,o5i 
5,900 
5.605 



It is in the influence which the Nicaragua Canal will 
exert upon our trade with the countries adjacent to the 
Pacific Ocean that the waterway will do most to benefit 
our foreign commerce. These are the countries in whose 
markets we can most readily increase the sale of the produc- 
tions of our developing manufactures. They require large 
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quantities of manufactured goods such as we can supply. 
At present our foreign trade is chiefly with the ports of the 
Atlantic, that is with countries having industrial conditions 
which we are steadily acquiring and have largely attained. 
The future development of the South American and Oriental 
countries will inevitably increase the foreign commerce of 
the Pacific States. The Nicaragua Canal will give us a 
decided advantage over other nations in the competitive 
international struggle which is certain to take place to 
secure this developing trade.* 

In considering the economic aspects of the Nicaragua 
Canal, the question naturally arises, whether the capital 
required to construct the waterway will prove a good 
investment. The Suez Canal has proven one of the most 
profitable enterprises of recent times. In spite of the 
financial depression of 1893 and 1894 the share holders 
received 18 per cent in dividends each year. The original 
shares of the company, issued at 500 francs, now sell for 
about 3250 francs, in other words, at 550 per cent premium. 
There is every reason to believe that the Nicaragua Canal 
ought to prove an equally paying investment. Improved 
machinery has greatly lessened the cost of construction, and 
engineering science is now capable of accomplishing much 
greater results by the same expenditure of capital. The 
amount of traffic on the Nicaragua Canal will equal or exceed 
that of the Suez Canal, the cost of administration ought to 
be less, because the Suez Canal has to contend with the 
drifting sands of the desert. The present tolls on the Suez 
Canal are $1.90 a ton. Most of the traffic which will make 
use of the Nicaragua Canal can bear a charge of $2.00 a ton, 
if such a heavy toll is necessary. 

* The industrial and commercial influences which the Nicaragua Canal will ex- 
ert are set forth in a suggestive way by Professor T.indley M. Keasbey in his mon- 
ograph, '* D&r Nicaragua-Kanal, Geschichte und Beurtheilung des Projekts." Con- 
sult also the author's monograph on ■* Inland Waterways: Their Relation to 
Transportation," chapter xiii of which deals with the " Economic Significance to 
the United States of the Extension of Inland Waterways," published as a supple- 
ment to the Annals, September, 1893. 
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Such are some of the benefits which the opening of the 
Nicaragua Canal will exert upon our home industries and 
domestic commerce and upon our trade with foreign nations. 
In what way, it may be well to ask, can the immediate bur- 
dens which the construction of the Canal will place upon the 
people of the United States be most economically borne? 
Such a work as this can be carried out only by expending 
large amounts of capital. The construction of the Canal 
ought to be carried through as cheaply as possible that the 
present burden may be made no heavier than is necessary, 
and that the operation of the Canal in the future may not, 
because of an over-capitalization, needlessly burden com- 
merce and industry. The Canal will cost less if constructed 
by the government, or with the assistance of the govern- 
ment's credit given with proper safeguards, than it will cost 
if constructed by a private company without the help of the 
government. The United States may safely give a canal 
company financial support, provided the government controls 
the stock of the company. The best economic services of 
the Canal in the future will be subserved by a liberal support 
of the measure on the part of the government. Whether 
the United States had better construct the Canal directly or 
by means of a private company is a question to be settled 
chiefly upon diplomatic considerations. 

The opening of the Nicaragua Canal will give a new route 
to a large part of the traffic which now moves by rail across 
the United States. Will the transcontinental railroads 
suffer because of the completion of the Canal? May they 
look with favor upon the construction of such a waterway? 
Although the officials of certain transcontinental railroads 
have opposed the Canal project, this question is one on which 
there ought to be no difference of opinion. Such an impor- 
tant waterway as this would benefit rather than injure the 
present transcontinental lines. 

The traffic which would pass through the waterway would 
be mostly created by itself. The waterway would take from 
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the railroads a part of the freight that is at present moved 
by them, but would in return give much more than it took. 
In fact, I believe the only thing that can place the transcon- 
tinental railroads upon a sound business basis is the con- 
struction of the Nicaragua Canal. This will develop the 
region on both sides of the Rocky Mountains ; will largely 
increase the total amount of trade, and make possible the 
development of a much greater amount of higher grades of 
traffic which are more advantageously moved by rail than by 
water. Thus, as the great trunk lines connecting the Atlan- 
tic seaboard with the lake ports and the cities of the north- 
west have found their traffic benefited by the improvement 
of the Great Lakes, so will the opening of the Nicaragua 
Canal give to the transcontinental lines a more profitable 
traffic and do more than anything else can to put those roads 
upon a sound financial basis.* 

This brief outline of the economic influences which the 
Nicaragua Canal will exert upon the United States, has 
stated the general economic condition of the different sections 
of the United States with the purpose of showing that the 
industrial and commercial benefits of the Canal will be 
shared by all parts of our country. The good effect which 
the waterway will have upon our foreign commerce has 
been indicated. These benefits, it is also claimed, can be 
secured without doing injury to existing means of trans- 
portation, indeed, it is asserted that they will share in the 
benefits conferred by the Canal. Industrially and commer- 
cially our future development is largely conditioned upon 
the early construction of the Nicaragua Canal. 

Emory R. Johnson. 

* Cf. chapters v and vi of the monograph on " Inland Waterways: Their Rela- 
tion to Transportation." 



